| ttance of Western vk Producers

P /r-f— = | Representmg California's dazry cooperatzves and thezr producerowners since I 99]

]225 H Street Smte ]02 . Sacramento Calzforma 958] 4- 9] 6—447-994 ] mm———

January6 2006 B
AL G. Kawarnura Secretary ' -
o - :_--Ca.hforrna Department of Food and Agrlculture
| 1220N Street -
1 Sacramento CA 95814

1 '.-'*SubJect Department Denlal of Allrance/Westcrn Unrted Class l Hearrng Petrtron

Dear Secretary Kawamura '

. The Allrance was shocked that 1ts petltron for a Class 1 hearrng demed by the Dcpartment The o
R B _rcquest was based on the W n Cahforrna Food & Agrrculture Code Sectron 62062 l .
- ;_ - “Any desrgnatron of a class l prrce by any method or formula that is used to develop class 1
| oprices paid to producers in the various marketing areas, shall provide, on a calendar year | basis, a
. statewrde weighted average minimum price level for a hundred weight of milk testing 3. .5 fat a.nd R
| 8.7 solids not fat that 1s 1n reasonable relationship with minimum class 1 milk prices paid to

, B producers in contiguous states. If the statewide werghted average class 1 prices paid to producers '
- |  are not in a reasonable relationship with the class 1 prices paid to producers in contiguous states,

1 ffthe secretary shall lmmedlately hold a hearlng to consrder adjustments to the class 1 - |
] ..-_.".‘prlces » (Emphasrs added) ' Lo R SR

1 .',,._In the Department letter denyrng our request 1t is plalnly stated “The Department S review foundi -
| the California Class 1 differences from Class I prrces crted in your letter to be accurate.” The 7
 letter does not refute or provrde any analysis to refute our claun that the 2005 vverghted average
| California Class 1 prrce is not in reasonable relatronshlp wrth mrmmum Class 1 prrces pald L .

B producers In contlguous states

. _ The Department letter goes on to say,; “After careful cons1deratron of all factors the Department R '
REEE has deternuncd that there is an 1nsufﬁc1ent basrs to change the current Class l pr1c1ng formula at

o The All1ance belreves that the purpose of holdrng a hearlng 1S to deterrnlne Whether or not the .

1] __Class 1 pricing formula should be changed. The only basis for denyrng a hearrng request based o
~ on Section 62062.1 is if the Department finds that California’s 2005 calendar year weighted
| average Class 1 price was in a reasonable relationship to class 1 prices in contiguous states. The S
| statement that the Department “observed” that the Calrfonna Class 1 price exceeded the
. .;'Southern Nevada Class L prlcc cannot be construed as econom1c Justrﬁcatron for denyrng the." o
~ hearing. . B o N . g |

N The test for reasonablencss in Sectron 62062 lis vcry specrﬁc it is the relatronshrp of the
N _Werghted-average calendar—year Calrforma Class 1 producer pr1ce for mllk testlng 3. 5% mrlkfat o
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8. 7 ‘percent solids not fat to producer class 1 pr1ces in contlgucus states Clearly, Cahfornla s

o ___-2005 weighted average Class 1 price cannot be construed as being in a reasonable relat1onsh1p R

- with producer prices in surroundlng states. The Department does not refute that in its letter.

- Given that fact, Section 62062.1 says that the secretary shall immediately hold a hearing tol"][" .

- consider adjustments to the class 1 prices. Section 62062.1 does not say that instead of

- holding a hearing the Department can unﬂaterally determrne that there is insufficient basis to
~ change the Class 1 formula. That is why section 62062.1 was put in the code by the State

e Leg1s1ature in the ﬁrst place to estabhsh cr1ter1a on Wthh to base calhng a hearlng - -

o | ':".Therefore the Alhance respectﬁilly requests that the Department reverse 1ts decrslon and call a
S -Class 1 pr1ce hearmg as requlred by Sectlon 62062 I ' ' S

. Snbm1tted by

ER Jim TilliSOﬂ,CEO

cc Alhance Board of D1rectors

A.J. Yates, Undersecretary

- ~ Kelly Krug, Director Marketlng Branch

Dave Ikarr Dalry Branch Manager -
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